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PRELIMINARY STATEMENT PURSUANT TO SECTION 28 OF RULES 
OF THE UNITED STATES COURT OF APPEALS FOR THE SECOND 
CIRCUIT. 

This is an appeal from an unreported Judgment of Hon. Harold P. 
Burke. District Court Judge, District Court of the United States for the 
Western District of New York, dated July 29, 1974. and filed July 30, 1974. 
and from the underlying Decision, Findings of Fact and Conclusions of Law 
filed on June 7, 1974. 
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iv. 

STATEMENT OF ISSUES FOR REVIEW 

1. Do the Federal Courts have jurisdiction pursuant to 28 U.S.C. 
§1332 in an equity action where the record below is barren of evidence of 
the value of injury to the right sought to be protected, or of the value of 
the right itself which is sought to be protected? 

2. Does the substantive law of New York State permit the 
enforcement of a covenant by an employee not to compete with his employer, 
absence proof of the uniqueness of the employee's services, the dissemina¬ 
tion of trade secrets or other confidential information, or the pirating of 
the former employee's customers 0 

3. Do words and phrases acquire a secondary meaning when, 
although well established elsewhere, they are introduced into a new market 
area where similar words and phrases have been used throughout the 
industry? 






STATEMENT OF THE CASE 


This is an action brought by Universal Productions and 
Publications, Inc., a Louisiana corporation, pursuant to 28 U.S.C. §§ 1332 
and 1338 and 15 U.S.C. §1121, against Kenneth Malone, a New York resident 
and former employee seeking (1) specifically to enforce a covenant not to 
compete contained in contracts between Universal and Malone; (2) an order 
restraining Malone from alleged unfair competition; (3) an order permanently 

enjoining Malone from alleged trademark and servicemark infringement; and 
(4) monetary damages. 

The summons and complaint were personally served upon Malone 
on June 4, 1973. Pretrial discovery consisted only of interrogatories and 
answers. Preliminary injunctive relief was not granted. Trial was had in 
the United States District Court for the Western District of New York, Hon. 
Harold P. Burke, District Court Judge presiding on January 15, 16 and 17, 
1974. The District Court’s Decision, Findings of Fact and Conclusions of 
Law were filed June 7, 1974, and Judgment thereon filed on July 30, 1974. 

The District Court found that Federal court jurisdiction existed 
under 28 U.S.C. §1332, modified the covenant not to compete as to duration 
and, as so modified, decreed specific performance thereof, and permanently 
enjoined the use by Malone of the words "Miss Petite", "Little Miss" or any 
other name confusingly similar thereto. 

Malone appealed from the Judgment. Decision, Findings of Fact 



and Conclusions or Law, by Notice or Appeal riled August 23. 1974 , 
Permission to proceed on appeal in forma pauperis was granted by order 
of Hon. Harold P. Burke, District Court Judge, filed September 25. 1974 . 

Plaintiff Universal established a beauty pageant system for young 
children in 1962 known as World Our Little Miss Pageant. Transcript, pages 
42-47. Operating primarily in the southern United States, the pageant ° 
system comprised three distinct pageants: Miss LaPetite for children ages 
3 through 6, Our Little Miss for children ages 7 through 12, and Ideal Miss 
for children ages 13 through 17. Each age group pageant proceeded through 
three levels of competition: local, state and world. 

Universal, from headquarters in Baton Rouge, Louisiana, hired 
"state directors" throughout its area of operation, each of whom was charged 
with drumming up participants for local pageants, and shepherding them 
through the intermediate level of competition to the world pageant. Universal 
set quotas for numbers of participants, sold pageant paraphernalia to the 
"state directors" and charged each "state director" a fee based upon his 
quota of pageant participants. The agreement between Universal and "state 
directors" was contained in a form contract prepared by Universal. Answers 

to Interrogatories Propounded by Defendant, Ans. No. 9d; Plaintiff's 

Exhibits Nos. 1 - 11. 

Defendant Malone, a high school graduate, first became associated 
with Universal in 1970. Transcript, page 54. Having commenced his 
professional training at the age of five years, Malone had accumulated 
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substantial experience in the theatrical world, in dance and dance-teaching, 
show business, television performances and, in 1969-1970, as originator 
and entrepreneur of Dance Pageant of America, a dance competition in 
southemNew York. Transcript, page 245-249, 

In 1971 Malone was hired by Universal as "state director" of World 
Our Little Miss Pageant in eleven northeastern states: New York, 
Connecticut, Ohio, Massachusetts. New Jersey, Maine, New Hampshire, 
Pennsylvania, Rhode Island. Delaware and Vermont. Form contracts were 
executed. Plaintiffs Exhibits Nos. 1 - 11. Implementation of the decision, 
made by Universal in 1968, to undertake a "big push into the Northeast" 
(Transcript, page 56). was not successful. Malone, unable to meet his 
quota of fees from actual enrollment in local pageants, lost money and 
instituted a system of drumming up participants at the state level by 
audition, rather than by staging local pageants. Transcript, pages 266, 
59-60. A contract for the 1972 pageant year, which normaily would have been 
offered in September of 1972 (Transcript, page 62). was not extended to 
Malone. Transcript, page 95. 

In 1972, after the termination of the relationship with Universal, 
Malone established a talent and beauty pageant system for young children 
known as International Pageant System. Transcript, page 114. Commencing 
operation in several northeastern states, the International Pageant System 
comprised three distinct pageants: Miss Petite for children ages 5 through 
8; Little Miss for children ages 9 through 12; and Miss Teen for children 
ages 13 through 17. Plaintiffs Exhibit No. 31. Judging was based upon 
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substantially different criteria from Universal's pageants. Affidavit in 
Opposition to motion for Preliminary Injunction, Exhibit 3. 

Universal, by letter dated April 25, 1973, advised past participants 
in Universal's World Our Little Miss Pageant of possible confusion between 
names used by Malone and names used by Universal. Defendant's Exhibit 
No. 27. Malone, by letter dated May 7, 1973. offered cash refunds to 
all participants in International Pageant System claiming enrollment by 
mistake in identity. Defendant's Exhibit No. 28. 

Suit was commenced on June 4, 1973. 
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POINT I. 

UNIVERSAL HAS FAILED TO PROVE 
FEDERAL COURT JURISDICTION 
UNDER 28 U. S. C. §1332 

Plaintiff Universal, seeking to invoke Federal Court diversity- 

jurisdiction must prove that the matter in controversy exceeds 

"the sum or value of $10, 000, 
exclusive of interest and costs ..." 

28 U. S. C. § 1332 (a) 

Upon challenge of jurisdictional facts. Universal must support 
them by competent proof. Seagram Distillers Corp. v New Cut Rate 
Liquors, 245 F 2d. 453 (No. 7 cir. 1957), citing McNutt v General Motors 
Acceptance Corp., 298 U. S. 178, 56 S. Ct 780, SOL. Ed. 1135. Universal 
has not sustained this burden. 

Where plaintiff seeks to enjoin acts which have, or will in the future, 
injure a property right, plaintiff must adduce proof that the acts complained 
of, if not restrained, will cause injury in excess of $10, 000. In such a 
case, the test of jurisdictional amount is not the value of the property right 
sought to be protected, but the value of past and future injury to that right. 
Seagram Distille rs Corp. y New Cut Rate Liquors . 245 F 2d. 453 (No. 7 
cir. 1957). 

The District Court found that the jurisdictional amount had been 
met, measured by either test (Findings of Fact, Finding No. 3). a finding 
it is submitted, that is supported nowhere in the record. 

Universal waived its claim for monetary damages (Complaint, 
Request for Relief No. 4) in open court. Transcript, page 109. None 
were proved. Although testimony does reflect the expenditure of money 
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by Universal to establish good will (Transcript, Pages 48-49), no direct 
proof of the value of Universal's good will was adduced. 

With respect to such a record, the Court of Appeals for the Seventh 
Circuit has said: 

"Defendant's acts did not prevent plaintiff from 
using its good will in the conduct of its business. 

The damage to plaintiff's good will lost or threatened 
by defendant's acts is the subject of this case." 

Seagram Distillers Corp. v New Cut Rate Liquors, 

245 F 2d. 453, at page 458. 

It is respectfully submitted that Universal has failed to prove 
Federal Court jurisdiction under 28 U. S. C. § 1332 (a), that the District 
Court erred in applying an inappropriate test of jurisdictional amount, and 
made a finding not supported by the record. 
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POINT U. 

THE EXPRESS NEGATIVE COVENANT 
NOT TO COMPETE IS VOID AS AGAINST 
NEW YORK PUBLIC POLICY 

An express negative covenant by an employee not to compete with 

his employer in the future, in the absence of proof of the unique character 

of the employee's services, betrayal of confidential information, or trade 

secrets, or the pirating of customers, is void as against the public policy 

of the State of New York. Paramount Pad Co. v, Baumrinri , 4 N. Y. 2d 3&3; 

Clark Paper & Mfg. Co. v. Stcnacher . 236 N.Y. 312; Kaumogranh v. 

Sta mpographCo. , 235 N.Y. 1 ; New York General Business Law, Section 
340. 

The relationship between Universal and Malone was that of 

employer and employee. Although at one point in the testimony. Universal’s 

president, Mr. Carl Dunn, likened the relationship to that of franchisor and 

franchisee (Transcript, pg. 55) the contracts in evidence (Plaintiff's 

exhibits Nos. 1-11) clearly establish that, for all practical purposes, 

Malone was Universal's employee. 

Said contract shall be binding and non-expiring 
so long as the state director.. . agrees to stage 
each year under that current year's staging plan, 
percentage plan, ai» u the rules and regulations as 
stipulated in the State Director's Plan and the 
Staging Handbook and supplements for that year; 
and so long as the state pageant for the above 
mentioned state follows a normal growth pattern 
as established in other states .. .. " Plaintiff's 
exhibits Nos. 1-11. 
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To show that Malone was Universal's employee, is not to sustain 
the burden of proof required, for equity will not act to deprive a man of his 
livelihood merely because it places him in competition with his former 
employer. Clark Paper & M fg. Co. v. Stenachcr, 236 N Y 1 . The record 
does not bring this case within the principle that an injunction may issue 
to enforce ... [a covenant not to compete] when the employee has become 
the possessor of valuable trade secrets concerning his employer's business. " 
C l a rk Paper & Mfg. Co. v. Stenacher , 236 N.Y. 312, at pg. 320. Undisputed 
testimony shows that Malone was experienced in the field of children's 
pageantry prior to joining Universal in 1970, having groomed participants for 
many years and producing his own Dance Pageant of America in 1969 and 1970. 
Transcript, pages 120, 245-249. 

Neither will the record support a finding that Malone's services 
were "special, unique or extraordinary". Purchasing Associates v. Weitz. 

13 N.Y. 2d 267. On the contrary, testimony and correspondence in evidence, 
support the proposition that Universal terminated the relationship with 
Malone for the reason that his services were of little value. Transcript, 
pages 11^ 265 -266; Defendant's exhibit No. 4. 

I will dump the entire pageant system on the 
east coast and bring in contestants-at-large for 
several years .. . (sic) rather than jeopardize 
the entire pageant system. We cannot and will 
_not_ (emphasis in original) allow you to stage under 
the plan you used last year and are proposing to use 
again this year. " 

Defendant's Exhibit No. 4. 
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Nor does the proof establish that Malone had engaged in the 
"solicitation of, or disclosure of any information concerning .... 
[Universal's] customers". Purchasing Associates v. Weitz, 13 N. Y. 2d 
2G7, at 2 72, citing Carpenter & Hughes v. De Joseph, 10 N. Y. 2d 925 and 
C lark Paperj. Mfg. Co f .v. Stenacher , 236 N. Y. 312. The proof does 
establish, however, that Malone had created mailing lists in connection with 
the Dance Pageant of America prior to association with Universal, and that 
customer information could be obtained by any person simply by attending 
a Universal pageant. 

The negative covenant contained in Universal's form contract with 
Malone servesno purpose other than to shield Universal from the lawful 
competition of a former employer, is repugnant to the public policy of the 
State of New York, and should not be enforced by a court of equity. 
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POINT in 

"LITTLE MISS" and "MISS LaPETITE" HAVE 
NO SECONDARY MEANING IN THE GEOGRAPHICAL 
AREA IN WHICH PROTECTION IS SOUGHT 

The gravamen of Universal's request that Malone be enjoined 
from using the phrases "Little Miss" and "Miss LaPetite" lies in the injury 
or damage to Universal from Malone's use thereof. N. Y. Jurisprudence, 
Volume 60, Section 9. Having failed at trial to sustain its claim to trade 
mark or service mark protection. Universal must sustain the finding below 
(Findings of Fact, Finding No. 15), that the words alleged had acquired a 
secondary meaning. 

With respect to the difference between the degree of protection 
afforded a trade mark and that afforded a trade name, the New York Court 
of Appeals has said: 

"It may be conceded that there may be a 
difference in the extent of the territory 
to which the remedy can or should be 
applied. There are many trade names 
which are so essentially associated with 
or applicable to a particular locality 
that their use in other places cannot deceive 
or mislead, and for that reason they may 
not be interdicted. But there are other 
instances in which a trade name and its 
infringement may be co-extensive with 
the trade, and when that is so, there seems 
to be no valid reason why the remedy should 
be less far-reaching than the wrong." Ball 
v Broadway Bazaar, 194 N.Y. 429, at 
pages 435-436. 

Where a secondary meaning has attached, the words may not be used in 
competition in the same geographical area. Mtr. of Playland Holding Corp. 
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The record is replete with reference to the use of the words 

"Little Miss” and "Miss . . ." : Miss Charm. (Transcript, pg. 152), 

Little Miss America, (Transcript, pg. 81 ), Miss Universe, (Transcript, 

Pg. 180), Little Miss Hemisphere, (Transcript, pg. 260). Little Miss 

Charm, (Transcript, pg. 83). Miss LaPetite. (Transcript, pg. 156). by 

persons other than Universal. The word "Petite" is in common usage 

throughout the garment industry to denote a size range. (Transcript, pg. 
158). 


Although Universal had spent sums of money throughout the 
country to place its names before the public, the thrust of testimony 
presented supports the proposition that its efforts, until 1968, had been 
centered largely in the southern portion of the United States. It is submitted 
that the words alleged had not acquired a secondary meaning within the 
northeastern portion of the United States by reason of the short period of 
time Universal had sought to establish its names in that area, and by the 
common usage within the pageant industry of the terms alleged. Association 
o£Contracting Plumbers v Contracting Plumbers Association. 302 N. Y. 

495; Wholesale Service Supply Corporation v Wholesale Building Mate rials 
Corp. , 304 N.Y. 855. 
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CONCLUSION 

It is respectfully submitted that the Judgment of the Court below 
should be reversed and the Injunction issued thereby vacated. 


Respectfully submitted, 

EASTON, BITTKER, WOLF and DE LUCA 
Attorneys for Defendant - Appellant 
Office and Post Office Address: 

875 Midtown Tower 
Rochester, New York 14604 
Telephone: area code (716)-325-471 7 



STATUTES INVOLVED 


28 U.S.C. §1332 (a) 

§1332. Diversity of citizenship; amount in controversy; costs 

(a) fne district courts shall have original jurisdiction of all civil actions 
where the matter in controversy exceeds the sum or value of $10. 000 exclu¬ 
sive of interest and costs, and is between -- 

U citizens of different States; 

(2) ciiizens of a State, and foreign states or citizens or subjects 
thereof; and 

(3) citizens of different States and in which foreign states or citizens 
or subjects thereof are additional parties. " 


New York State General Business Law, §340 

a340. Contracts or agreements for monopoly or in restraint of trade 
illegal and void 

1. Every contract, agreement, arrangement or combination whereby 

"A monopoly in the conduct of any business, trade or commerce or in the 
furnishing of any service in this state, is or may be established or main¬ 
tained, or whereby 

Competition or the free exercise of any activity in the conduct of any 
Dusiness, trade or commerce or in the furnishing of any service in this 
state is or may be restrained or whereby 

1 or the purpose of establishing or maintaining any such monopoly or 
unlawfully interfering with the free exercise of any activity in the conduct of 
any business, trade or commerce or in the furnishing of any service in this 
state any business, trade or commerce or the furnishing of any service is or 
may be restrained, is hereby declared to be against public policy, illegal 
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"2. Subject to the exceptions hereinafter provided in this section, the 
provisions of this article shall apply to licensed insurers, licensed insurance 
agents, licensed insurance brokers, licensed independent adjusters and other 
persons and organizations subject to the provisions of the insurance law, to 
the extent not regulated by provisions of article eight of the insurance law; 
and further provided, that nothing in this section shall apply to the marine 
insurances, including marine protection and indemnity insurance and marine 

reinsurance, exempted from the operation of article eight of the insurance 
law. 

3. I he provisions of this article shall not apply to cooperative associa¬ 
tions, corporate or otherwise, of farmers, gardeners, or dairymen, includ¬ 
ing live stock farmers and fruit growers, nor to contracts, agreements or 
arrangements made by such associations, nor to bona fide labor unions. 

"4. The labor of human beings shall not be deemed or held to be a com¬ 
modity or article of commerce as such terms are used in this section and 
nothing herein contained shall be deemed to prohibit or restrict the right of 
workingmen to combine in unions, organizations and associations, not 
organized for the purpose of profit. 

"5. An action to recover damages caused by a violation of this section 
must be commenced within four years after the cause of action has accrued, 
this limitation shall not apply to any suit which lias been commenced within 
one year after the effective date of this act. At or before the commencement 
of any civil action by a party other than the attorney-general for a violation of 
this section, notice thereof shall be served upon the attorney-general. " 


I 
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Olfut and Poit Ottics Add rut 

875 Midtown Tower 

ROCHESTER. NEW YORK 14604 


To 

Attorncy(t) for 


DE LUCA 

Anonuyi tor Defendant 

Ollier anj Post Ollier AdJrtn. Ttltphanr 

875 Midtown Tower 
ROCHESTER. NEW YORK 14604 
(716) 325-4717 


To 

Aitorney(t) for 


Service of a copy of the within 


Dated, 


it hereby admitted 


Attorney;*) for 


iicnami »l*o«. a. t. 







